




SOUTHERN MONTANA TELEPHONE COMPANY 

Notes to Financial Statements 
Years Ended December 31 , 2013 and 2012 

Note 3 - Investments in Nonaffiliates, continued 

Vision Net, Inc. provides advanced voice, data, and video services, and is owned by Montana's independent 
telephone companies allowing them to interconnect a digital fiber network serving urban and rural communities 
throughout the state. The investment is maintained on the cost method of accounting. 

Note 4 - Long-Term Debt 

Long-term debt consists of the following: 

2.00% notes payable to Rural Utility Services, in quarterly installments 
of $ 16,955, including interest, collateralized by substantially all real 
and personal property, due 2016 through 2023. $ 

2.692-4.88% notes payable to the Rural Utility Services, payable in 
monthly installments of $83,967, collateralized by substantially all real 
and personal property, due in 2026. 

Variable interest rate (.0200% in 2013 and .104% in 2012) notes 
payable to the Federal Financing Bank, payable in monthly 
installments of $13,183, collateralized by substantially all real and 
personal property, due in 2030. 

Cushion of credit 

Less Current Portion 

$ 

2013 

403,070 

9,254,267 

2,689,245 

(3,096,592) 

9,249,990 

911,993 

8,337,997 

2012 

$ 566,903 

9,839,837 

1,373,360 

{1,OO9,818) 

10,770,282 

804,960 

$ 9,965,322 

The Company's long-term debt agreements contain restrictions on the declaration or payment of cash dividends, 
redemption of capital stock, and the maintenance of certain financial ratios, including a minimum times interest 
earned ratio (TIER). Management believes the Company to be in compliance with these covenants at December 
31,2013 and 2012. 

Future maturities of long-term debt are as follows: 
2014 
2015 
2016 
2017 
2018 
Thereafter 

Less: cushion of credit 

$ 

$ 

911,993 
938,765 
816,509 
845,416 
872,367 

7,961 ,532 

12,346,582 
(3,096,592) 

$ 9,249,990 

The Company has an RUS cushion of credit fund in which it has invested at a return of 5% interest. To recover the 
investment, the funds can be applied toward debt payments, but not withdrawn. In 2013, the Company invested 
$2,086,774 into its RUS cushion of credit fund ($979,481 in 2012), and none of these funds were applied toward 
debt payments in 2013 or 2012. Debt payments include principal and interest. 

At December 31 , 2013, the Company had $2,716,687 in unadvanced authorized loan funds from the Rural Utilities 
Services. 
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SOUTHERN MONTANA TELEPHONE COMPANY 
Notes to Financial Statements 
Years Ended December 31,2013 and 2012 

Note 5 - Retirement Plans 

The National Telecommunications Cooperative Association (NTCA) Retirement and Security Program for 
Employees of the NTCA and its Member Systems (the Plan) is a defined benefit pension plan covering many of the 
fUll-time employees of NTCA, its affiliates and its members that have adopted the Plan. Pursuant to IRe Section 
413(c)(4), the Plan is considered a Multiple Employer (other) Master Plan. The Plan is subject to the provisions of 
the Employee Retirement Income Security Act of 1974 (ERISA) , as amended. The Plan's employer identification 
number is 52-0741336 and the Plan Number is 333. 

A unique characteristic of a multiemployer plan compared to a single employer plan is that all plan assets are 
available to pay benefits of any plan participant. Separate asset accounts are not maintained for participating 
employers. This means that assets contributed by one employer may be used to provide benefits to employees of 
other participating employers. 

The Company is a participant in the above described plan. The Company's contributions to the Plan in 2013 and 
2012 represented less than 5 percent of the total contributions made to the Plan by all participating employers. The 
Company made contributions to the plan of $124,656 in 2013 and $118,807 in 2012. There have been no 
significant changes that affect the comparability of 2013 and 2012 contributions. 

In the Plan, a "zone status" determination is not required and therefore, not determined under the Pension 
Protection Act (PPA) of 2006. In addition, the accumulated benefit obligations of plan assets are not determined or 
allocated separately by individual employer. In total, the Plan was 100 percent funded at January 1, 2012, based 
on the PPA funding target and PPA actuarial value of assets on that date. Information for the Plan year beginning 
January 1, 2013 is not available at the time of this audit report. 

Because the provisions of PPA do not apply to the Plan, funding improvement plans and surcharges are not 
applicable and have not been applied. Future contribution requirements are determined each year as part of the 
actuarial valuation of the plan and may change as a result of plan experience. There is no collective bargaining 
agreement that affects future contribution requirements. 

The Company also participates in a contributory, multi-employer, defined contribution plan administered by NTCA, 
which covers all full-time employees. Employees are required to contribute a minimum of 2% of their annual salary 
to participate in the plan. Employer contributions are 5% of eligible salaries paid. Employer contributions to the 
plan were $39,747 in 2013 ($39,598 in 2012). 

Note 6 - Workers' Compensation 

The Company is a member of the Montana Electric and Telephone Systems Self-Insured Workers' Compensation 
Pool (the Pool). The Pool covers potential liability for workers' compensation and occupational disease to 
employees and dependents of deceased employees of all members in the Pool. The Company is jointly and 
severally liable with the other members for the full amount of all known and unknown claims. 
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SOUTHERN MONTANA TELEPHONE COMPANY 

Notes to Financial Statements 
Years Ended December 31,2013 and 2012 

Note 7 - Related Party Transactions 

The Company leases its office building from Robert G. Helming, stockholder, officer, and director of the Company. 
The lease calls for monthly payments of $3,100 through April 2014. The lease has been extended through April 
2019 at the same monthly payment. 

Following is a summary of minimum rental payments under the lease for the years subsequent to December 31, 
2013: 

2014 
2015 
2016 
2017 
2018 
2019 

$ 37,200 
37,200 
37,200 
37,200 
37,200 
37,200 

Total rental expense under the lease listed above was approximately $37,200 for the years ended December 31, 
2013 and 2012. 

Note 8 - Commitments 

The Company has executed several contracts for construction projects. The amounts unpaid against these 
commitments at December 31 , 2013 were $5,175 ($135,546 at December 31,2012). 
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